ABSTRACT
INTRODUCTION
rom their origins, credit unions were formed under statutory provisions as unique not-for-profit financial institutions by an organized group whose members pool their assets through deposits to provide loans and other financial services solely to each other. They are operated by mostly volunteer boards of directors. When formed according to the provisions of the Federal Credit Union Act of 1934, credit unions are chartered and regulated by the National Credit Union Administration (NCUA). They also insure savings in federal and most state-chartered credit unions through the National Credit Union Share Insurance Fund (NCUSIF), a federal fund that is backed by the United States government.
The history of credit unions began in 1844 with a group of weavers in Rochdale, England, who established the Rochdale Society of Equitable Pioneers. The weavers sold shares to members to raise the capital necessary to buy goods at lower-than-retail prices and then sold the goods at a saving to members. In doing so, they became the first credit union.
The first board of directors was selected at a meeting on that day which, in turn, elected four officers: president, vice president, treasurer, and secretary. The first annual meeting was held on January 10, 1952 with 21 of 40 members attending.
At the 1954 annual meeting, the board of directors was increased to seven members. The field of membership was also expanded from only school employees to include spouses, siblings, children, and parents of school employees. In 1964, the field of membership was again amended to include "employees of public schools of Bowie and Cass Counties, State of Texas, employees of the credit union, auxiliary employees, members of their immediate families, and organizations of such persons." In 1954, assets were $55,000 and membership was 224. Exhibit 1 shows the subsequent growth of assets and membership. During the third quarter of 1983, several problems were identified within the institution. Undivided Earnings suffered negative balance, contingent losses in real estate loans were identified, and two branch offices were identified for possible closure. The credit union converted from an on-line to an in-house computer system in August 1983. In February 1984, one of the branches was closed.
In 1987, the organization went through a remodeling program, the Atlanta (Texas) branch was built, and the field of membership was expanded by the addition of several new Separate Employee Groups (SEG"s). Financial services were expanded and the name, TEXAR Federal Credit Union, was implemented in March 2001. A large, new modern, building was completed and moved into in January 2003. Currently, TEXAR has $240 million in assets, has five branches, and 85 employees.
Recent Events
As the national economy went into a recession in 2008, the states of Texas and Arkansas experienced economic slowdowns that were not as significant as the changes that were reflected in the economic indicators at the national level or those experienced by other states that were much more severely affected. While the national unemployment rate approached 10%, the Texas unemployment peaked at 7.6%. The Bowie County, Texas, unemployment rate, which includes Texarkana, peaked at a less severe 6.7%. The Texarkana area economy was moderately affected by slowdowns in lending, especially for housing, automobiles, and other durable products. There was additional impact by an elevation in member loan defaults.
The most significant occurrence that was not related to the local economy was the failure of U.S. Central Federal Credit Union and Western Corporate (WesCorp) Federal Credit Union and the financial losses of Southwest Corporate Federal Credit Union. Similar to the Federal Deposit Insurance Corporation that insures losses in the banking industry, the National Credit Union Share Insurance Fund (NCUSIF) insures losses among credit unions. To help cover the losses of U.S. Central and WesCorp, TEXAR was assessed approximately $750,000 and because of the losses at Southwest Corporate, it was assessed approximately $700,000. These assessments, in addition to the moderate slowdown in business because of the local economy starting in 2008, had an adverse effect on TEXAR"s undivided earnings. A major challenge for the TEXAR management team was to establish a plan to deal with these economic challenges and the consequences of the assessments. © 2011 The Clute Institute
TEXAR Federal Credit Union Mission Statement
The TEXAR Federal Credit Union mission statement that reflects the philosophy of management is "to serve the financial needs of our members". The statement, although rather simple, is reviewed by the board of directors every year and continues to be readopted.
Competition
The significant major area of competition of TEXAR is considered to be Red River Federal Credit Union that operates in the same area and has assets of approximately $400 million. Mil-Way Federal Credit Union and Domino Federal Credit Union also operate in the area, but are smaller and serve more specialized memberships. Area banks include Region"s Bank, BanCorp South, Wells Fargo Bank, and several smaller banks that have entered the local market in the last five years.
Exhibit 3 present the market wants/needs of its members as determined by TEXAR research. 
Distinct Competency
Distinct competencies are those processes and attributes of an organization creating a unique position relative to its competitors among the targeted market. This mixture should be a recipe for success that, in combination, creates a unique persona for TEXAR Federal Credit Union that members view as positive and desirable. In short, they make an institution different and better.
Distinct Competency Set for TEXAR Federal Credit Union

1.
Operational Effectiveness 2.
Organizational Efficiency 3.
Community Identity, Positive Image, and Reputation 4.
Convenience of Services 5.
Strong Capital 6.
Local Operational/Management Control Key Opportunities
More efficient operation through the use of technology 2.
Take advantage of less than normal competition 3.
Capitalize on positive community image
THE CREDIT UNION INDUSTRY Industry Financial Data
TEXAR is part of the three-digit SIC code 606 industry grouping which includes all credit unions, both federally chartered and not federally chartered. Credit unions are part of a larger two digit industry grouping which includes all depositary institutions. Selected financial ratios for the credit union industry are presented in Exhibit 5. Industry data were obtained from CUDATA.COM Online Financial Performance Measurement System. CUDATA is an online service that gathers credit union data and organizes it into analytical reports. 
CHALLENGES GOING FORWARD
After more than 50 years of mostly stable operations, the credit union found itself in the midst of the recession that began in 2008. Although it faced an economic softening that was not as severe as economic indications in the national economy, TEXAR experienced a decline in loan demand for durable products, including homes and automobiles and the inability of some members to continue meet their payment obligations. 
Intended Courses and Audience
The TEXAR Federal Credit Union case, with its emphases on strategic planning and effective management, is targeted primarily for undergraduate and graduate courses in management and strategic planning.
Teaching Plan
Our suggested teaching plan includes four elements: 1) evaluate the current market segments of TEXAR Federal Credit Union, 2) compare TEXAR to the industry, 3) evaluate TEXAR"s financial trends using vertical analysis of the balance sheet, and 4) establish a strategic plan for moving forward.
TEXAR Federal Credit Union: Assignment Questions and Analysis
1.
In developing a situation analysis, you need to synthesize several sources of information presented in the case, such as the primary research conducted by TEXAR FCU and secondary research from creditunions.com for TEXAR Federal Credit Union financial information and CUDATA.COM for industry data. Answer the following questions from information presented in the case:
a. What are the key market segments for TEXAR Federal Credit Union? Consider segmenting the total market according to geography, demographic variables, and usage behavior.
TEXAR Federal Credit Union has focused on the vehicle and mortgage segments of the credit union industry. Other possible segments are based upon demographics (gender, ethnics, and age), geography, and group type (individuals, employer, or group plans).
Most students will focus on one means of segmentation at a time when attempting to describe customers and potential customers. In this case, most will recognize loan type as a segment.
However, combining segmentation approaches gives a more complete picture.
b. Determining the financial health of the credit union is an important part of a situation analysis which requires an analysis of key financial ratios in comparison with those of the industry. There are several ways to choose an "industry" comparison. One of the most common industry measures is based on the firm"s primary SIC code or industry grouping. Another possible comparison would be with the firm"s main competitors. Data for the credit union industry was given in the case. Compare TEXAR with the credit union industry and comment on some of the main differences. The instructor should allow students the flexibility to establish varying objectives, goals, and strategies to move the organization forward. These different plans could become the basis for comparative student discussions.
EPILOGUE
By May, 2011, TEXAR Federal Credit Union"s assets had increased to $ 261.326 million and total loans were $173.5 million. A new service fee schedule was adopted to better reflect cost of member services. Plans and incentives were also implemented to encourage members to use the credit union"s online services when feasible. Live tellers inside the home office and in the drive-through lines were replaced by interactive monitors to attain a more efficient utilization of teller personnel.
